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STATUS OF EAST GERMAN VULNERABILITY TO A WESTERN EMBARGO

. In the light of economic developments during 1962, the main conelu-
sions of previous CIYA studies of East German vulnerability to a Western
enbargo {the latest being Section VI of CIA/RR EP 62-13, March 1962) are
updated as follows: _

A, General Extent of East Gexrman Vulmmbility to an Embargo by NATO
countrion

1. During the last year there bas been on balance no reduction
in the vulnerability of the Esst Cerman economy to a Western embarg.
As before, the effects on East Geruany of a general NATC embarge would
fall chiefly on industries producing for investment and export. The
impact would diminish rapidly after the first few months, although there
would be some effect on the rate and structure of ecoromic growth for .
a longer period. From the East German point of view, another undesirable
effect would be the added strain on the state and party apparatus, re-
sulting from the enormous administrative Job involved in making the
necessary readjustoenta. The intenslty and dquration of these effecta
would be less, of course; for & partiel or selective embargo, such as
one involving only certein items or one imposed on East Germany alone,
but the nuisence valus would still be considerable.

2. . During the second half of 1961 the East Cermans were able 1o
reduca vulnera‘biuty to & Western embdargo scmewhat by drawing up detailed
contingeney plans to be implemented in the event of an embargo action by
Wast Qermany alone or by NATO as & whole. Because the regime has ceased
planning for a Western embarge, however, Bast German preparedness for
such an embargo presumebly bas declined. Precccupation with the Berlin
crisis has given way to renewed interest in long-term economic growth.
Tue continuation and expansion of trade with the West is assumed in cur-
rant planning and hes a significant role to play in the new long-term
plan, which runs until 1970. Although the contingency planning done in
1961 should have taught the Enst Gerummns something about what to do in
case of an embargo, it is rather unlikely thet the 1961 plans themselves
would be of much use in 1963. Thus, if East Germany did not get somwe
months? advance warning, the immediate lmpect of an embargo -vould be
somevwbat greater than 1t would hava'beenayearago

3. 'mm-e has been little improvement in the abllity of East Ger-
wany to supply its cwn requirenents from domestlc output and trade with-
in the Bloc. Despite & lJag in the instalistion of new rolling mill capa-
city in 1962, the range of East German steel products improved somewhat.
At the sams time, however, East Cerman steel requirements have besn up-
graded %o satisfy the demsnd of machinery producers, who face naw pr -
blems and atricter specifications from both East CGermen and foreign

ral!u
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sustomers. In 1962 at leest as large 8 pert of East Germen importe
from the West was of speeiel high-grade steels as was true »f 1961,
foe East German desire to introduce new technology also eoatinues

to stimulate imporis of capital equipment from the West. Taasauch
as vulnerabllity mugt be Measured in relation to the requiremects T
the present {or the future) rather than the past, it is doubtful
whether Esst Garmeny has succeeded in reducing apprecisbly ite de-
rendence on fmports. Similarly, the ability of other Bloc couatries
%o supply Enst German requirements probably hee not increased s
rapidly as those countriss’® own requirements for steel and machl . ery
and equipment.

L, The general state of the East Germen economy likewise has
not changed much for better or worse during the last year: Ecooomie
developments in 1962 followed the pattern of 1961, exceph that tha
i962 orops ware considerebly better than those in 1961, which were
the worat in the postwar period. Realistically, the regime expects
wuch the same growth pattern in 1963, with only slow improvement there-
after in rates of growth. To be sure, the bard winter of 1962-63 has
affected industrial production and bas reduced coal inventories, and
the difficult spring which ie likely to follow may well complicate
sgriculiural problems. At the noment, therefore, the economy is op-
erating under speocial stirains. East Germen imports of food and eoal
from the HATO area, howaver, do not represent e significant area of
vulperability and supply problems in these aress should be essed in
any case by this summer,

B. Changes in Specific Areas of Vuluersbility
1, Tmporience of Interzonel Trade

Althouwgh ths shars: of total NATO exports to BEast Germany
rrovided by West Carmany hes been reduced somewhat (to 63% in 1961 and
sbout the sams level in 1962}, interzonal trade has become an inereas-
ingly important sowrce of East German importe of rolled steel. In value
4erus, West Germany supplied alwost 83% of Bast German imports ~f steel
from HATO countries in 1961 and perhaps even & larger shars in 1962.
Rolled steel iz clearly the most lmportant item exported by West Germany
in interzonsl trade, constituting 3% of the total value of deliveries
%o East Germany in 1061.

, With the exception of rolled stsel, however, East Germany
evidently has increased somewhat its purchases from other NATO countries
at the expense of the West Cerman mariet. This shift is particularly
evident in Bast derman imports of machinery and equipment; Weat Germany
suppiled T2% of NATO shipments in 1961 as compared with 87% in the pre-
aading year. West (ermany alsc 18 supplying a smaller portion of the

e
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chemicals, crude materisls and fuels, and foodstuffs imporied by East
lermany from the KATO area than was the case in earlier years.

The extent to vhich Bast Germany can shift its Western trade
awvay from the West Gesrman market continues to be strictly limited, how-
aver, by its inadllity to provide adequate quentities of goods saleable
in cother West European markets. Brown coal and petroleum, for which
there is only a very limited mexket outside of West Cermany, continues
o constitute over of Eagt Gérwan exports in interwcnel trade.

2. Rolled steel and metallurgicel equipment

During 1962; East German dépendence on imports of steel from
NATO countries changed very ilittle from 1961. Although preliminery
data indicabte a slight deciine in the share which NATO contributed t>
total Eest German supplies of relled steel, the volume probebly apprach-
ed the level of 1961, when, according to revised estimutes, NATO deliv-
eries constituted 9% of the apperent supply and totalled #00,000 tons.
Of this awmount, sbout 300,000 tons originated in West Germeny. As in
1961, East Gorman steel imports in interzonal trede ran at a low level
through the spring and summer of 1962, but heavy purchases during the
dast quarter brought the level of West German shipments of steel pro-
ducte to epproximately the high level of 1951. Imports from the rest
of the Free World probebly dropped somewhat as a result of the diseon-
timmnce of small importe of steel from the United States, Cansda, and
Japan as well es an apparent decline in imports from France ard Austria
during 1062. Analysis of the available data on the composition of East
German importes of steel from the NATO area indicetes that high-quality
steel products formad the bulk of such shipments during 1962,

The duration of Esst Germany’s dependence on NATC countries
for high-quality steel products is %led largely to the speed with which
new Qomestie rolling and other finishing facilities are installed. There
is evidence that this program lost momentum during 1962 as some nearly
ecncluded contracts with West German equipment firms were cancelled and
renegotiated with firms in France and possibly in the United Kingdom.

A few new facilities capeble of producling the products traditionslly im-

ported from the NATC arem were reported to be neering the final stages

of construction at the end of 1962 and current reports indicate that

substantial progress in the priority East German program to ingtall new

gquipment may well be expected during 1963. Any large scale shift awsy

iz;gm NAYO supplicrs of quality steel products, however, is unlikely in
3.

West Jermany will continue to be the main source of steel im-
porte from the Fiee World. The East Cermans are reportedly having s ue
succesg in negotiating a 1963 agreement to procure from the United King-
dom substential smounts of the quality steel products normally obtained
from West Germeny. ¥n past years, however, British shipwents of steel
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%o East Germeny haeve not exceeded 30,000 tons anmually, nor more than
about 1% of the level of West German deliveries. Although the Best
fermens have pursued the eurrent negotiations with the United Kingdom
gomevwhet wore vigorously than heretofore, 1t is unlikely that a sub-
stential diversion of stee) imports from West Germany will result when
the negotlations exe transleted into trade contracts. After an apparent
fallure to obisin long-tern eredits from the United Kingdom to fipance
inereased imports of steel, final contracts now depend on British sgree-
ment to accept Bast German commodities in paymont.

3, Conl and coke

Despite & general worsening in %he coal supply situation in
the Bloe resulting from a corbination of production lags and unusually
severe weather conditions, the impact of a NATO embargo on shipments 5 e
these products to East Gerwany alone would not be serious. The Bloe ali-
rendy supplies by far the largest portion of Eagt Germany’s coal luports
and, in the event of an enbarg0, gould £ill its renaining requirements
elther from domestic production or through re-export of supplies obteln-
ed from the West.

Tne NATO aven no longer represents an important source >f Bast
Qermen imports of coking coal., Although East German requivements for
imports of premium-guallity eccking coal have inereased, direct imports
from Pree World sourees of coking coal have dropped significantly in re-
cent years. On the othar hend, importe of Western coking coal by sther
Buropean Satellites have increansed morkedly as 8 reault of production
Ings In Czechnslovakin, normally the only Bloc country with an exportable
purpius of promiun guality coking coal of low-sulfur content. JInasmuch
an ‘these countriss could expand further their purcheses in the West elther
oy diversion to Dast Germauy Or 4o permit ineressed shipments of domasti-
eally producsd suppiies to Easi Germany, & NATO eabargo on ghipments »f
eoking eoal %o Busi Germany alone would be ineffective.

_ past Germen imports of eoke from the Free World {i.e. West Ger-
gy also have decreunsed, to 81,000 tons cut of & tobal of 2.0k milliom
Hons imported In 1961, end prellmloory date indicate a further drop in
1062, lMoreover, 1f necessary, the USSR probably could inerease the level
of 1ts eurvent suppllies to Enst Germany.

In regard to hard coal for fusl purposes, the severity of the
past winter has epused a considerable depletion of reserve stocks as well
as the Leuporary cessation of exports by Poland, the chiel pupplier of
hard ccal in intra-Bloc trade, The supply situation should be greatly
saged during the summer wmonthe shead but the abllity of Bast Qermany,
and the other Furopean aatellites Qependent upon impords, to rebuild
adequate reserves from Rloc sources will be perkedly influenced by the
success with vhich Poland and Cmechoslovakia can fulfill export obliga-
ftions while replenishing their own depleted stocks.

wlfpn
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4. Foodstuffs

Tuports of food and agricultural products, which normally
amount to more than one-quarter of the totel value of East Cerman im-
ports, were even larger in 1962. Meat imports, in particular, were
inereased to offset in pert the decline in domestic meat production
resulting from the extremely poor harvest of 1961. The additiopal im-
ports ceme chiefly from the West, and in considerable part from FATO
countries (West Germany, Demmark, the Netherlands and France). The
bulk of East Germen food imports comes from Soviet Bloe sources, how-
ever, and in the event of a HATO enbargoe, other Free World countries
(such as Sweden and Avgentina) could easlly supply any additionnl Bast
Gexrmen requirements. If necessary, the nutritional requirements of
the population could be met and meat consumption probably not grea.tli:
reducad even in the event of a total cessation of imports of foodstuffs
from the Free World.

5
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